The high level of over-indebtedness in Gauteng is cause for concern. The number of consumers applying for debt counselling as well as the registered debt counsellors is increasing. The study on which this article reports aimed at exploring and describing the role of debt counselling in terms of personal financial well-being of consumers in Gauteng. Fifteen debt counsellors were interviewed and 300 consumers were surveyed. Data was analysed using descriptive statistics. There was no evidence that consumers who received debt counselling improved in their financial standing. It was observed that both debt counsellors and consumers lacked financial management skills. It was concluded that, while debt counselling is important, it does not necessarily improve the financial well-being of consumers. It is recommended that financial management skills should serve as a pre-requisite for debt counselling registration and consumers be introduced to personal financial management education at an early stage of their lives.
INTRODUCTION
South African consumers are struggling with their personal financial well-being because of too much debt and bad financial planning (Consumer Financial Vulnerability Index for South Africa, 2013) . Individuals find themselves spending more than they earn (Cameron, 2012) , which results in individuals becoming over-indebted. According to De Waal (2013) , South Africa's exposure to credit in the private domestic sector was R230 billion in 1994 and has increased to R2.1 trillion in 2012.
A significant number of consumers use much of their disposable income to service debt, while the unsecured lending is also driving the debt spiral (Bester, 2013) . With offers of quick, easy and large amounts of money available from financial institutions, consumers feel the pinch. There are a growing number of consumers falling into arrears on their debt payments (De Waal, 2013) . Consumers are therefore resorting to debt counselling for assistance and protection.
Gauteng, one of the nine provinces of South Africa, has a high number of households in comparison with the other provinces (Stats SA, 2012) . Geographically the province has the smallest land surface; however, it constitutes the dominant part of the South African economy. By the end of the fourth quarter of 2012, the total value of credit granted in all provinces increased, with Gauteng being granted R51.32 billion (46.77% of the national figure), which was much higher than any other province (NCR, 2012) .
At the time this study was undertaken (2012), Gauteng had 1 001 registered debt counsellors out of a total of 2 048 debt counsellors registered nationally. This means that Gauteng had approximately 50% of the total registered debt counsellors in South Africa (NCR, 2014) . The number of consumers seeking debt counselling assistance increased from 12 574 in May 2008 to 412 918 in May 2013 (NCR, 2014) , and more than 50% of these consumers resided in Gauteng.
Various reports (Business Enterprises, 2012; Daily Industry News, 2012) show growing concern about lending patterns, debt enforcement procedures and practices, debt rehabilitation and consumer vulnerability in South Africa. In addition, most studies previously conducted on debt counselling focused on the legal impact of the National Credit Act No. 34 of 2005 No. 34 of (dti, 2003 Roestoff, Haupt, Coetzee & Erasmus, 2009) , and very little, if any, empirical research has been done on the role of debt counselling in the financial well-being of consumers in South Africa.
It is against this background that the authors of this article aim to close this gap and contribute to the existing literature by exploring and describing the role played by debt counselling in the financial well-being of consumers in Gauteng.
The purpose of the study was two-fold. Firstly, the study attempted to assess the role of debt counselling services provided by debt counsellors to consumers. Secondly, the study had to assess whether debt counselling had a positive effect on the personal financial well-being of consumers who participated in the debt counselling process. To reach this goal, a two-phased sequential design, which started with the qualitative approach followed by the quantitative approach, was used.
The rest of the article proceeds as follows: section 2 provides a theoretical analysis of both the personal financial management and the role of debt counselling in the lives of consumers. Section 3 discusses the methodology used in this study. Section 4 presents the analysis and the discussion of results. The recommendations follow in section 5, while the conclusion is presented in section 6.
LITERATURE REVIEW
The debt management practices of South African consumers give the impression that personal finances are inadequately managed and that consumers end up with excessive debts. As a result, consumers resort to debt counselling (Daily Industry News, 2012) . It is against this background that this section focuses on two conceptual frameworks within which personal financial management and the role of debt counselling are discussed.
Personal financial management
Personal financial management is described firstly as a means of ensuring a reasonable balance between outflow and inflow of an individual's funds, and, secondly, as a technique of reducing the uncertainties with regard to changing market trends (MSG, 2013) .
Each year, millions of households in South Africa find themselves overwhelmed by debt (De Waal, 2013) and struggling to maintain their monthly payments. Theobald and Dick (2013) indicate that unsecured lending has grown from R7 billion in 2008 to R29 billion in 2012, with loans of longer than three years increasing from 30% to 62%, and loans of more than R15 000 increasing from 42% to 78% during the same period. They also indicate that the unsecured lending market is dependent on indebted consumers who need to keep paying their instalments on larger, long-term loans.
Unsecured loans or 'signature loans' are becoming popular to consumers because banks issue them without attaching any collateral, requiring only the individual's signature (Pritchard, 2013) . According to Bailey (2013) , South African consumers are experiencing financial difficulties because of the unsustainable increase in payday loans and the unsecured loans that are offered by the banks. The amounts of unsecured loans and the repayment terms offered by the South African banks are illustrated in TABLE 1. Source: Moneyweb (2013) Personal financial management can assist individuals to be independent and be able to handle unpredictable events (Dialtax, 2012) . According to National Credit Act Info (2012), retirement, changes in the labour market and personal income are some of the reasons why individuals should learn about personal finance. Retirement planning has become more crucial with the nature of employment changing in the developing open economy (Viswanand, 2013) . Job security and the notion of work keep on changing. Self-employment has increased, and contractual employment has become more common as it has productivity-linked terms of employment (Viswanand, 2013) . The individual's personal financial knowledge coupled with his or her goals, income and desire will all combine to define that person's wealth picture (Wealth-Steps.com, 2012) .
FIGURE 1 illustrates that personal financial planning is guided by personal goals which might be short-term, long-term, monetary and non-monetary. In addition, the external factors that include government actions and economic conditions that may affect personal financial decisions should be considered (Boone, Kurtz & Hearth, 2000:7) . Although individuals cannot change the external factors, they can make personal decisions about things such as their personal budgets, income and expenditure; assets and liabilities; career choices and whether to pay cash for goods or buy on credit (FIGURE 1).
Personal financial planning provides an individual with a method for organising his or her financial future, so that he or she can plan for any unforeseen circumstances. Setting attainable, measurable goals is the first thing that an individual needs to do in order to achieve financial security. Understanding personal finance is important for individuals irrespective of the life stage in which they may be (National Credit Act Info, 2012). At key life stages, individuals are faced with wants and needs that may exceed their earnings and savings (Gordon, 2010) . For example, when buying a house or a car, people are often forced to borrow money and take on debt (Gordon, 2010) . Debt can enhance wealth or destroy wealth depending upon how it is used, but in South Africa, consumer debt has proved to be a disaster (De Waal, 2013) .
Family Economics and Financial Education (2010) pointed out that financial needs change throughout the individual's lifecycle. According to Serrano (2012) , a personal financial planning lifecycle consists of following three stages.
Stage 1: Basic wealth protection or asset accumulation stage
This is the family formation stage for many individuals. This stage generally starts around the age of 20 and it can last until the age of 35 (Serrano, 2012) . During this stage, an individual starts to find a job or a career, starts to earn money, builds up assets, continues with his or her education, starts to make use of credit, starts a family and/or maximises net worth. At this stage, the individual should be focusing on building financial security (Serrano, 2012) .
Stage 2: Conservation and protection stage
The second stage goes beyond financial security, and signifies the time when an individual starts to reward him or herself. This stage can start as early as the individual's late 30s and usually lasts throughout his or her 40s and 50s. This stage begins when individuals start to have assets that they feel are worth protecting. The stage is usually characterised by an increase in cash flow or high levels of debt, assets and net worth for some individuals, while for other individuals, the use of credit starts to decrease. As more assets are accumulated, individuals become more risk adverse. They are concerned about losing what they have already accumulated. During this stage, individuals are usually more aware of financial risks, such as loss of a job, loss of life or disability and they are therefore interested in saving for retirement and possibly for their children's education (Serrano, 2012) .
Stage 3: Gifting and wealth distribution stage
The last stage involves 'giving the money to an individual's chosen ones'. This stage involves the consumption of wealth, usually during retirement, and is usually achieved in the late 50s and early 60s, but could start earlier depending on the person's wealth. This stage occurs when individuals realise that they can spend money on things they never thought possible. During this stage, individuals have excess cash flow, high net worth, and low or even no debt, and they are also very aware of financial risks and have established security against losses. Some issues of high concern would be gifting tax and estate taxes (Serrano, 2012) .
According to the Consumer and Financial Literacy Taskforce (2010), as individuals progress through life, they also acquire a degree of skill in the way they use and manage money. Moreover, individuals with greater financial knowledge are more likely to accumulate wealth (Lusardi & Mitchell, 2006) .
However, the financial lifecycles of some people are often disrupted by unexpected events, which may encourage individuals to buy on credit and ultimately face debt problems and bankruptcy. Norvilitis, Merwin, Osberg, Roehling, Young and Kamas (2006) emphasise that individuals who lack financial literacy demonstrate poor financial decision-making ability as well as increased levels of debt. When individuals encounter problems related to debt repayment or when they experience credit-related problems, they may consult debt counsellors for assistance and protection (Wang, 2010:47) .
The role of debt counselling
Debt counselling was introduced in South Africa to provide a process for helping consumers who encounter problems with debt repayment by providing services such as reduced monthly repayments, protection from legal action and after-care. Consumers who experience debt repayment problems may seek assistance with restructuring their debt by applying for a debt counselling service at any debt counsellor of their choice. The debt counsellor has to explain all the details pertaining to the debt counselling process to a consumer before any debt counselling application and agreement form is signed (Debt Counselling Help South Africa, 2009).
Debt counselling is a professional service that employs the services of the payment distribution agencies (PDAs) to assist consumers to honour their periodic debt obligations (De Wet, 2011) . The relationships that debt counsellors have with the PDAs seem beneficial in assisting consumers pay their debts (NCR, 2013) . The payments that were distributed to the credit providers between 2008 and 2013 are illustrated in FIGURE 2. Without debt counselling, these consumers would not have had any recourse to an independent mechanism to assist them. Although debt counselling services in South Africa have been a primary debt relief remedy for over-indebted consumers; they still need standardisation and acceptance amongst credit providers and debt counsellors (Business Enterprises, 2012). Some credit providers have neither the capacity nor the appropriate policies and procedures to respond adequately to debt restructuring proposals and, as a result, backlogs in the debt counselling process are experienced (Davel, 2010) .
Since its inception, according to Groenewald (2010) , the debt counselling process has been plagued by challenges and obstacles. The levels of competencies of debt counsellors, education and experience in the debt review have been identified as some of the barriers for effective debt counselling process. In assessing the preparedness of the debt counsellors before they start with debt review process, Groenewald (2010) undertook an intensive study to determine the competency requirements and skills needed for the debt counsellors. The findings revealed that some debt counsellors were incompetent, lacked integrity and knowledge of financial management as well as knowledge of credit legislation.
Business Enterprises (2012) also indicated that the two-week course that debt counsellors undergo as a pre-requisite for their registration is based only on theoretical aspects of debt counselling. The course does not empower debt counsellors to deal with complex administrative tasks; neither does it equip debt counsellors with financial management skills.
RESEARCH METHODOLOGY
A two-phased sequential design, which started with the qualitative approach followed by the quantitative approach, was used. Subsections 3.1 and 3.2 discuss how the population and sampling was selected, and how data collection was conducted.
Population and sampling
Gauteng had 1 001 registered debt counsellors in 2012. Seventy per cent of these debt counsellors reside and operate in the three metropolitan municipalities of Gauteng. The three municipalities are City of Johannesburg, City of Tshwane and Ekurhuleni. The population for the first phase (qualitative) of the study therefore comprised debt counsellors in these three municipalities.
Due to the fact that it was not possible to conduct a census with the population of 701 (70% of 1001) debt counsellors, and for equal representation from the three selected municipalities, a purposeful sampling method (Creswell, 2007:125) was used to select a sample of five debt counsellors from each of the three selected municipalities to make a sample of 15 debt counsellors.
The population for the second phase (quantitative) comprised all consumers who received debt counselling services (between 2008 and 2011) from the 15 debt counsellors who were selected for the first phase. A snowball non-probability sampling technique (Welman, Kruger & Mitchell, 2010) was used to select a sample. Each debt counsellor selected was requested to identify and send questionnaires to 20 consumers who received debt counselling services from them, making a total sample of 300 (15x20) consumers.
Data collection
There were two phases for data collection. Phase one comprised semi-structured interviews with debt counsellors. These interviews sought to assess the role of debt counselling services provided by debt counsellors to consumers. The interviews were recorded and later transcribed verbatim.
Responses from the interviews formed the qualitative data.
For trustworthiness of data from interviews, transcripts were taken back to the debt counsellors to verify whether the transcriptions reflected their intended views. A few semantic changes were made to the satisfaction of the debt counsellors.
Phase two comprised a self-developed 5-point Likert-type scale questionnaire. Three hundred questionnaires were administered to consumers who participated in the debt counselling process in order to assess whether debt counselling had a positive effect on their personal financial wellbeing. Only 182 completed questionnaires were returned, giving a response rate of 61%. The validity of the questionnaire was assessed by means of exploratory factor analysis (Grayson, 2004) .
DATA ANALYSIS AND DISCUSSION OF RESULTS
Data was analysed in two phases: qualitative analysis and quantitative analysis. The analysis and the discussion follow in subsections 4.1 and 4.2.
Qualitative analysis
The qualitative data was analysed thematically using the Atlas.ti software. Themes that emerged were: consumers' financial well-being, guidelines for debt counselling process, documents for debt counselling application, duration of debt counselling, intervention methods, support from the NCR and mechanisms used to verify the financial well-being of clients. Results gathered from these themes are discussed in the next section.
Based on the responses gathered from the debt counsellors interviewed, 73% blacks and 57% males from Gauteng applied for debt counselling service between 2008 and 2011. In addition, the debt counsellors indicated that most of their clients were working, earning a salary, and had acquired unsecured debts from various financial institutions due to expensive lifestyles and a lack of financial management knowledge. Groceries and rent were also identified as major expenditure items.
Furthermore, debt counsellors stated that they used prescribed guidelines in conducting debt counselling processes, although it was noticeable that they did not necessarily follow them in the prescribed order. It was also indicated that individuals need to submit their payslips, identity documents, latest statements from credit providers, proof of residence and three-month bank statements when applying for debt counselling. The duration of the debt counselling process depends entirely on the amount that the over-indebted client owes, but should not exceed five years.
It was noted that most debt counsellors (between 47% and 53%) use the provision of after-care or a moral support method and reviewing of accounts of their clients as their intervention methods. Debt counsellors also indicated that they did not collect money from their clients but hand their clients over to the PDAs for monthly payment collections. Though most of the debt counsellors (67%) agreed that they received support from the NCR, few debt counsellors (33%) indicated with reasons their dissatisfaction regarding the support from the NCR. It was indicated that the NCR was not appropriately monitoring the activities of some of the credit providers; neither was it responding to complaints raised by some of the debt counsellors. Furthermore, debt counsellors pointed out that the NCR takes time to register the transfer of consumers from one debt counsellor to another, and to issue clearance certificates to consumers who have paid their debts in full.
The majority of the debt counsellors interviewed (87%) acknowledged that they did not have financial management qualifications and that they did not have any mechanisms that they use to verify the financial well-being of their clients after debt counselling. The followings conclusions were arrived at:
a. Though most of the over-indebted consumers were working and earning a salary, they did not necessarily know how to manage their finances. They did not have fixed assets that could be used as collateral (security) and hence resorted to unsecured lending. b. Most of the debt counsellors lacked financial management knowledge. c. The moral support and the reviewing of accounts by the participating debt counsellors were not sufficient methods for intervention. d. The NCR needs to monitor and support all debt counsellors continuously for proper delivery of the debt counselling service.
The results from the quantitative study are analysed in the next subsection.
Quantitative analysis
The quantitative data was analysed by making use of Statistical Package for Social Sciences (SPSS) version 22.0 software. Results obtained were analysed, interpreted and presented by making use of both tables and a graph.
In testing the convergent validity of the constructs, exploratory factor analysis (EFA) was employed, firstly to determine whether each question contributes to the respective constructs as contained in the questionnaire, and, secondly, to identify the hidden dimensions or constructs which may or may not be noticeable from direct analysis. Source: Authors' analysis The Bartlett's test of sphericity and the Kaizer-Meyer-Olkin (KMO) measure of sampling adequacy are two statistical measures to assess the factorability of the data (Pallant, 2010) . Based on calculations the sample was adequate, because the KMO measure yielded a value of 0.835, which is a good value (Wright, 2003:123) . The data also proved to be suitable for factor analysis because the Bartlett's test was below 0.05 (Wright, 2003:123) .
The factor analysis identified three factors from the data, meaning that there were three underlying dimensions which were identified as separate factors that relate to the role of debt counselling service in the financial well-being of consumers in Gauteng. Factor 1 dealt with effectiveness of the debt counselling process (ETDC), factor 2 had to do with the debt counselling process (DCP) and factor 3 related to the effect of debt counselling (EDC). The results of factor analysis are summarised in TABLE 2.
The rotated factor matrix converged and iterated all the constructs. After the iterations, the principal analysis discarded three questions (Q12, Q15 and Q28) because they did not fit well. These three questions did not load on any of the factors due to paucity of validity. Two more questions (Q22 and Q23) were also transferred from factor 3 (EDC) to factor 1 (ETDC).
The study also employed principal component analysis as the method of extraction. The total factors explained a variance of 64.91%, which exceeded the required threshold of 0.60 (Thekiso, 2011:248) , to represent a good fit to the data. This means that the validity of the data was verified to suit the questionnaire correctly. Catell's scree test (Pallant, 2010:155) was used to plot each of the eigenvalues of the factors and to inspect the plot to find a point at which the shape of the curve changed direction and became horizontal.
The demographic profile of the respondents (consumers) indicated that there were more females (57%) than males (43%) from Gauteng who received debt counselling services and that the majority of the respondents were between the ages of 40 and 49 years. Sixty-three per cent were blacks, 22% were whites, and the coloureds and Indians/Asians were 12% and 3% respectively. With regard to education, 41% of the respondents had passed matric and 36% passed a postmatric qualification, while the rest did not have matric. In addition, more than half (51%) of the respondents were married, while 31.9% were single and the rest were either divorced or widowed.
Although the majority of the respondents (more than 90%) agreed that it was easy for them to apply for debt counselling and that they were informed about the debt counselling process, debt counselling gave them peace of mind, debt counselling prevented their assets from being repossessed, an affordable and manageable monthly repayment was arranged for all their debts (even though the amount they owed increased due to interest charged) and they paid a single amount to PDAs every month, only 33% strongly agreed that debt counselling taught them to manage their finances, 19.8% strongly agreed that they were able to save money, 13.2% and 16.5% strongly agreed to the fact that their names were removed from the credit bureau and that they received clearance certificates respectively. However, 11.5% of the respondents strongly agreed that debt counselling re-instated their creditworthiness.
The following conclusions were arrived at:
a. Most consumers become over-indebted when they are between the ages of 40 and 49 years. This confirms the financial planning lifecycle (Serrano, 2012) . b. Although some of the respondents were pleased with the service they obtained from the debt counsellors, some were discontent because their debts were increased, their names were not expunged from the credit bureaux, they were not sure whether they could manage their finances well and they had not received their clearance certificates.
Following from the analysis of the results, several recommendations were suggested and they are indicated in the next section.
RECOMMENDATION
To enhance proper debt counselling and ultimately personal financial management skills, the study proposes recommendations for the debt counsellors, the consumers, the NCR and lastly for further research.
Recommendations for the debt counsellors
The results also signified that debt counsellors had insufficient intervention methods to assist their clients during the debt counselling process and that debt counsellors lacked financial management skills and mechanisms that they could employ to verify their clients' financial wellbeing after the debt counselling service. In addition, it was pointed out that some consumers struggled to receive their clearance certificates and getting their names expunged from the credit bureaux after paying off their debts.
It is therefore recommended that:
a. Debt counsellors should include and conduct personal financial management lessons to their clients as part of their intervention methods. They should set a period to assess their clients' conduct of the running of their personal financial matters after debt counselling process, as a mechanism for the clients' financial position verification. b. Debt counsellors should acquire financial management skills prior to registering as debt counsellors. c. Debt counsellors should be compelled to submit the names of their rehabilitated clients to the NCR for immediate issuing of the clearance certificates and to the credit bureaux for credit rating changes.
Recommendations for the consumers
The results indicated that the over-indebted consumers were working and earning a salary, but, unfortunately, they were spending more than they were earning. These consumers did not have the ability to prioritise their expenses. It was also identified that because they did not have fixed assets, they resorted to unsecured lending, which is easily accessible from unscrupulous credit providers. It was further identified that the over-indebted consumers lacked personal financial management knowledge.
a. The Department of Education and Training (DET) should collaborate with the NCR and include personal financial management subject as part of the curriculum from the primary level of schooling. Life orientation that is offered at high school level should also incorporate financial management skills.
b. Personal financial management education should be made compulsory in adult learning centres. c. Consumers should attend financial wellness programmes that may be offered in their respective environments.
Recommendations for the NCR
In the literature study and the empirical results, it was noted that some of the registered debt counsellors were not adequately trained. The NCR was not appropriately monitoring and supporting both the debt counsellors and the credit providers as mandated by the NCA. The NCR was not responding to the complaints raised by some of the debt counsellors regarding lack of cooperation from some of the credit providers. The NCR was also taking time to register the transfer of consumers from one debt counsellor to another and there was a delay in the issuing of clearance certificates.
It is therefore recommended that the NCR:
a. reassess the training needs of debt counsellors; b. formalise the training of prospective debt counsellors; c. appraise performance of debt counsellors; d. monitor and support debt counsellors and the credit providers; e. accelerate the transfer of consumers from one debt counsellor to another; f. evaluate reasons for the increase of amount that the consumers owe; and g. issue clearance certificates to consumers as soon as they have fully paid their debts.
Recommendations for further research
On reflecting on the results of the study, the following are suggested for future research:
a. The replication of the study with other samples is recommended. This study was limited to over-indebted consumers in Gauteng only. There is a need for a cross-province assessment study, to identify the common effect of the debt counselling process on all over-indebted consumers in South Africa. b. Since the study found that most of the over-indebted consumers were working and earning a salary, it is recommended that further research be conducted to explore, firstly, consumers' performance (while over-indebted) in their employment and, secondly, the possibilities of employers' involvement in assisting their employees (who are over-indebted). c. Although there was a measurable response rate of 61% from the second phase of the study, future research can investigate the means of increasing the response rate. d. An investigation of individuals who are not over-indebted or who do not become overindebted can also be conducted to determine how they manage their finances and prevent over-indebtedness. e. Furthermore, the existence of spurious debt counsellors and their practices could be investigated.
CONCLUSION
This article reported on the possibility of obtaining data from two sample populations (debt counsellors and rehabilitated consumers) and it identified a need for personal financial management for both debt counsellors and consumers.
Debt counselling services appeared to have a positive effect on the financial well-being of consumers, because the services were found to be assisting consumers in paying off their debts and recovering from all their debt problems, including improving their credit ratings. After receiving debt counselling services, some consumers were able to save money and manage their finances better. However, the findings of the study identified the need for debt counselling to improve.
